The many groupings of developing countries formed in the fifties and sixties with a view to establishing a customs union have failed to achieve convincing results so far, Would another integration strategy have been more successful?
T
he late fifties and the sixties saw the formation of numerous groupings of developing countries, mostly in Latin America and Africa, aimed at achieving closer economic co-operation and integration. It was not uncommon for them to be modelled on the European groupings of the EFTA and the EEC.
In the seventies, however, disappointment and disenchantment were evident in many of the developing country groupings, as it had to be acknowledged that their often ambitious objectives -such as an expansion in intra-community trade, greater independence from the world market or from the industrialised countries and an acceleration of economic growth and developmenthad not been achieved; indeed, imbalances in trade and in the level and pace of industrialisation were becoming increasingly widespread within the groupings. In many cases efforts at integration came to a standstill, while a few groupings faced an open crisis. 1
The unimpressive results of past years caused the members of some groupings to open negotiations to amend and supplement their existing co-operation and integration agreements. At about the same time, and no doubt not entirely unconnected with these developments, economic co-operation among developing countries again became a topical issue in the second half of the seventies, mainly as a result of the conferences and declarations of the Group of 77 and the United Nations system. In contrast to earlier efforts at integration, which had been designed to bring together small groups of neighbouring states in a free trade area or customs union, it was now a question of widening economic co-operation to include as many developing countries as possible.
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In the late seventies and early eighties the number of large groups of developing countries with ten members or more increased significantly, 2 from three in the mid seventies to eight at the end of 1986. The larger the grouping, the more likely it is to consist of countries with markedly different economic characteristics, especially as regards factor endowment, market size and the level and pace of development. The greater the dissimilarities, the less probable that all member states will benefit equally from integration; it is more likely that the advantages will be reaped primarily by the larger, more highly developed countries that are better endowed with production factors and resources. Integration theory pays virtually no heed to this circumstance, so that it neither provides a convincing explanation of observed phenomena in large groupings nor offers much help in solving the concrete problems of integration in the real world.
The "Orthodox" Theory of Integration
In economic literature, "integration theory" is often synonymous with the theory of customs unions. This is generally conceived as a comparative-static allocation theory and has been evolved since the fifties against the background of the integration efforts of the European countries, which as a whole are more highly developed 1 Nevertheless, only one grouping (aimed' at more than sectoral cooperation) has actually been dissolved so far, viz. the East African REPORT and less heterogeneous. The theory centres on the analysis of the trade creation and diversion effects of a customs union. In the sixties it came to be widely held that the orthodox theory of integration could not be applied to developing countries.
The main complaint is that the premises on which the theory is based, such as perfect competition, are never fulfilled in developing countries and that they preclude taking account of the very external and scale effects that are of particular importance for economic development. study the welfare effects of a customs union on the assumption that the member countries could influence the world market, in other words that their terms of trade were variable; Corden" incorporated the case of falling average production costs (scale effects).
Both the basic model of the orthodox theory of customs unions and its expanded versions which take account of terms of trade and scale effects always assume three countries (two integrating countries and the rest of the world) trading with one another in two commodities. Such "3 x 2 models", which dominate the literature on the subject and are analysed using the twodimensional graphic tools of general customs union theory, have a built-in asymmetry that is highly problematic, however: in models with only two This study was conducted in 1985 for the Federal Ministry of Economics. It describes the differences in employment trends in the USA, Japan and the EC in the period 1973 to 1983 and examines the reasons for these differences. The empirical analysis concentrates on differences between the individual countries in growth rates, in the structure of growth processes, in trends in real wage levels and wage patterns, in the flexibility of labour markets and in basic political concepts as possible reasons for the differences in employment trends. 
